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I.  INTRODUCTION 

On  May  3, 1988,  Meridian  Minerals  Company  (Mer- 
idian) submitted  a  land  exchange  proposal  for  consid- 
eration by  the  Bureau  of  Land  Management  (BLM). 
Meridian  proposed  the  exchange  to  acquire  3,673.16 
acres  of  federal  coal  lands  in  the  Bull  Mountains, 
south  of  Roundup,  Montana  for  9,873.19  acres  of 
recreation,  wildlife,  and  other  multiple-use  potential 
offered  lands  in  Madison,  Beaverhead,  Deer  Lodge 
and  Carbon  Counties,  Montana. 

In  the  subsequent  Final  Environmental  Impact  State- 
ment (EIS),  the  proposed  action  was  analyzed  as 
BLM's  preferred  alternative.  A  coal-for-coal  alter- 
native, a  leasing  alternative,  and  a  no-action  alterna- 
tive were  also  addressed.  The  Peabody  coal-for-coal 
exchange  alternative  was  dropped  from  further  con- 
sideration after  publication  of  the  Draft  EIS. 

A  review  of  the  Miles  City  and  Butte  District  land  use 
plans  which  address  management  of  public  lands  and 
resources  in  the  areas  involved  with  the  proposed 
exchange  determined  that  there  would  be  no  incon- 
sistencies with  previous  land  use  planning  decisions. 
The  proposed  exchange  and  alternatives  as  well  as 
associated  actions  would  be  in  conformance  with 
these  plans. 


II.  DECISION 

Based  on  existing  land  use  plans  and  the  analysis 
documented  in  the  Bull  Mountains  Exchange  Final 
EIS,  it  is  my  decision  to  select  Alternative  A  -  Coal- 
for-Land  Exchange,  with  certain  conditions.  Under 
this  alternative,  I  intend  to  exchange  the  3,673.16 
acres  of  selected  federal  coal  with  a  value  of  $730,000 
for  9,873.19  acres  of  recreation,  wildlife,  and  other 
multiple-use  potential  offered  lands  with  a  value  of 
$1,149,700.  The  difference  in  value  accruing  to  BLM 
from  the  exchange  will  be  a  donation  from  Meridian 
to  the  federal  government. 

As  part  of  my  decision  to  consummate  the  exchange, 
I  intend  to  adopt  the  following  conditions: 

1.       Only  underground  mining  will  be  allowed  on 
the  selected  federal  coal  lands. 


Based  on  the  application  of  the  unsuitability 
criteria,  all  the  selected  federal  coal  lands  are 
suitable  for  underground  mining.  Two  areas  in 
T.  6  N.,  R.  27  E„  Section  18  NW1/4NW1/4 
were  identified  as  unsuitable  for  longwall  min- 
ing (24.5  acres  for  floodplains;  6  acres  for 
homesite).  These  two  areas  are  unsuitable  for 
longwall  mining  unless  the  company  and  the 
regulatory  agencies  (Montana  Department  of 
State  Lands  and  Office  of  Surface  Mining  - 
Reclamation  and  Enforcement)  can  reach  an 
agreement  that  these  areas  can  be  mined  safely 
by  the  longwall  method.  These  two  areas  can  be 
mined  by  the  room-and-pillar  method.  There- 
fore, it  is  my  decision  not  to  exclude  these  areas 
from  the  exchange  but  simply  to  require  com- 
pliance with  the  aforementioned  terms. 

Development  and  mining  of  the  Bull  Mountains 
coal  must  occur  within  ten  years  from  the  date 
of  issuance  of  the  patent  at  a  minimum  produc- 
tion level  of  500,000  tons  of  coal  per  year.  The 
development  and  mining  can  initially  occur  on 
either  the  private  Meridian-owned  coal  or  the 
selected  federal  coal  as  long  as  a  mine  is  devel- 
oped and  producing  coal  at  the  minimum  level 
of  production.  If  there  is  no  development  and  a 
mine  is  not  in  production  at  the  minimum  level 
of  500,000  tons  of  coal  per  year  at  the  end  often 
years,  then  an  overriding  royalty  rate  of  one 
percent  accrues  to  the  federal  government  at 
day  one,  000 1  AM  hours  on  the  eleventh  year  on 
the  anniversary  date  of  the  issuance  of  the 
patent.  Each  succeeding  year  that  there  is  no 
development  at  the  minimum  production  rate, 
the  royalty  rate  will  increase  an  additional  one 
percent  at  0001  AM  hours  on  the  anniversary 
date  of  the  patent  issuance  until  it  reaches  eight 
percent  royalty  rate  eighteen  (18)  years  after 
issuance  of  the  patent  or  it  reaches  the  prevail- 
ing underground  federal  royalty  rate,  which- 
ever is  greater.  Any  royalty  revenues  accruing 
to  the  federal  government  under  these  condi- 
tions will  be  treated  the  same  as  royalty  rev- 
enues under  the  Mineral  Leasing  Act  whereby 
these  revenues  are  shared  with  the  State  of 
Montana. 


in.  ANTITRUST  REVIEW 

When  considering  a  fee  exchange  of  federal  coal, 
BLM  must  consult  with  and  give  consideration  to 
advice  from  the  Attorney  General  as  to  whether  the 
exchange  will  create  or  maintain  a  situation  inconsistent 
with  the  federal  antitrust  laws.  A  preliminary  antitrust 
review  was  initiated  in  October  1988  to  provide  the 
Department  of  Justice  background  information  on  the 
proposed  exchange.  The  formal  antitrust  review  was 
initiated  in  April  1990  and  completed  in  August  1990. 
They  also  reviewed  all  the  public  interest  comments 
from  the  November  1990  public  meeting.  The  De- 
partment of  Justice  determined  that  the  proposed 
exchange  would  not  create  or  maintain  a  situation 
inconsistent  with  the  antitrust  laws. 


IV.  ISSUES  IDENTIFIED 

The  major  issues  identified  during  scoping,  public 
review  of  the  Draft  EIS,  and  the  public  interest  com- 
ment period  are  discussed  in  this  section. 

Issue  No.  1 :  Concern  over  creating  a  coal  monopoly 
by  Meridian  in  the  Bull  Mountains  with  the  proposed 
exchange. 

Discussion:  The  present  coal  ownership  in  the  Bull 
Mountains  is  distributed  in  a  checkerboard  pattern  of 
alternating  sections  between  Meridian  Minerals  and 
federal  minerals  administered  by  BLM.  Any  devel- 
opment by  Meridian  or  another  mining  company 
requires  some  cooperation  from  both  parties.  In 
essence  there  can  be  no  development  of  the  Bull 
Mountains  coal  without  cooperation  because  Merid- 
ian and  the  federal  government  already  control  the 
ownership  of  the  coal. 

The  concern  over  creating  a  coal  monopoly  by  the 
proposed  exchange  for  Meridian  was  addressed  under 
the  antitrust  review  section.  It  was  determined  by  the 
Department  of  Justice  that  the  proposed  exchange 
would  not  create  or  maintain  a  situation  inconsistent 
with  the  antitrust  laws. 


Issue  No.  2:   Concern  over  the  hydrologic  impacts 
from  mining  the  coal. 


Discussion:  Hydrologic  impacts  were  addressed  in 
chapter  4  of  the  Final  EIS.  The  impacts  to  hydrologic 
sources  from  mining  are  expected  to  be  minimal. 
Except  for  springs  associated  with  alluvial  channel 
fill,  there  should  be  few  detrimental  effects  on  springs 
in  the  expanded  mine  area.  It  is  doubtful  that  the 
overall  availability  of  springs  for  stock  watering 
purposes  would  be  affected  over  the  long  term.  Ground 
water  associated  with  overburden  material  defines  a 
potentiometric  surface  that  strongly  suggests  recharge 
from  direct  infiltration  into  clinker  beds  in  the  Dunn 
Mountain  area,  immediately  east  of  and  adjacent  to 
the  area  to  be  mined.  No  wells  have  been  identified 
directly  within  the  area  to  be  mined  and  most  nearby 
stock  wells  are  not  currently  in  use.  It  does  not  appear 
that  coal  extraction  will  have  any  direct  impact  on 
local  use  of  the  deep  aquifer  system. 

No  major  water  quality  changes  are  expected  to  occur 
from  mining.  Any  mine  dewatering  of  the  aquifer 
would  have  minimal  effect  on  downgradient  water 
availability.  The  overall  impacts  to  hydrology  from 
mining  were  predicted  to  be  minimal.  Also,  state  laws 
and  regulations  governing  mining  under  the  purview 
of  Montana  Department  of  State  Lands  (MDSL)  are 
adequate  to  protect  hydrologic  resources.  It  should  be 
noted  that  the  State  of  Montana's  regulations  on 
mining  meet  or  exceed  the  federal  regulations. 


Issue  No.  3:  Concern  over  the  subsidence  impacts 
from  mining  the  coal. 

Discussion:  Examination  of  past  mining  and  empiri- 
cal estimates  have  shown  that  subsidence  over  most  of 
the  proposed  room-and-pillar  mining  area  will  result 
in  no  significant  impacts  to  surface  values.  Under  the 
longwall  mining  method,  subsidence  will  definitely 
occur  but  longwall  mining  involves  controlled  pre- 
dicted subsidence.  Surface  elevations  will  be  gradu- 
ally lowered  approximately  seven  feet  over  the 
longwall  mining  area  with  the  potential  of  causing 
some  minor  impacts  to  the  surface.  State  laws  are 
adequate  to  regulate  and  control  subsidence  impacts. 


Issue  No.  4:  Concern  over  the  socioeconomic  (fore- 
gone royalties,  taxes)  impacts  to  the  local,  state,  and 
federal  government. 


Discussion:  Ultimate  development  of  a  coal  mine  in 
the  Bull  Mountains  will  depend  on  anumberof  factors 
such  as  the  development  of  markets,  taxation  policies, 
and  state/federal  permit  approval  requirements. 
Elimination  of  federal  royalty  payments  will  enhance 
the  potential  for  short-term  development  of  a  coal 
mine.  As  such,  we  have  assumed  development  of  a 
mine  beginning  in  1991  under  Alternative  A,  the 
exchange  alternative,  and  beginning  in  2020  under 
Alternative  C,  the  leasing  alternative. 

Additional  analyses  and  tables  were  prepared  for  the 
Final  EIS  which  shows  the  costs  and  revenues  that  the 
local,  state,  and  federal  government  could  expect  from 
the  exchange  alternative  versus  the  leasing  alternative. 
A  comparison  of  the  net  revenues  generated  by  Al- 
ternatives A  (exchange)  and  C  (leasing)  for  the  three 
million-ton  mine  scenarios  shows  Alternative  A  would 
generate  $291.3  million  in  total  net  revenues  to  all 
levels  of  government  through  the  year  2025.  Alter- 
native C  would  generate  $564  million  in  total  net 
revenues  through  the  year  2054.  However,  the  mine  in 
Alternative  C  would  not  begin  until  2020  so  the  net 
revenues  must  be  discounted  over  a  much  longer 
period  of  time  than  those  in  Alternative  A.  The  present 
value  of  the  net  revenues  discounted  to  1990  dollars 
are  $64.7  million  for  Alternative  A  and  $7.5  million 
for  Alternative  C.  I  believe  that  it  is  in  the  public 
interest  for  the  local,  state,  and  federal  government  to 
share  the  $291.3  million  in  revenues  worth  $65  mil- 
lion (discounted  to  1990  dollars)  now  versus  waiting 
30  years  for  leasing  to  become  viable  for  developing 
a  mine  in  the  Bull  Mountains  which  would  generate 
$564  million  in  revenues  worth  $7.5  million  (dis- 
counted to  1990  dollars). 


3.0  million  tons  of  coal  per  year  mine.  The  increase  in 
the  royalties  resulted  in  an  increase  in  costs  to  the 
federal  and  state  governments  in  Alternative  A.  As  a 
result,  the  net  revenues  decreased  from  $291  million 
to  $282  million  and  the  discounted  values  decreased 
from  $64.7  million  to  $63  million. 

The  increase  in  the  royalties  resulted  in  an  increase  in 
revenues  to  the  federal  and  state  governments  in 
Alternative  C.  As  a  result,  the  net  revenues  increased 
from  $564  million  to  $57 1  million  and  the  discounted 
values  increased  from  $7.5  million  to  $7.6  million. 

The  revised  analysis  shows  that  net  revenue  changes 
resulting  from  the  revised  royalty  value  rules  would  be 
insignificant.  I  believe  it  is  in  the  public  interest  to 
encourage  the  development  of  the  coal  and  stimulate 
economic  development  in  these  areas. 


Issue  No.  5:  Concern  over  the  transportation  impacts 
from  mining  the  coal. 

Discussion:  As  part  of  the  mine  plan  approval  pro- 
cess, Montana  Department  of  State  Lands  and  Mon- 
tana Department  of  Highways  will  make  a  decision 
regarding  transportation  impacts.  The  two  agencies 
will  decide  which  transportation  impacts  are  accept- 
able and  those  impacts  which  are  not  acceptable  and 
must  be  mitigated.  They  will  then  determine  the 
mitigation  measures  which  will  be  adopted  to  offset 
these  transportation  impacts  to  the  public.  Based  on 
our  analysis,  it  appears  that  transportation  impacts  can 
be  mitigated  to  acceptable  levels. 


There  was  also  some  concern  that  the  Final  EIS  did  not 
incorporate  the  recent  revisions  governing  the  value 
of  coal  production  from  federal  coal  leases.  Under 
these  new  rules,  the  royalty  values  would  increase 
because  federal  coal  lessees  are  no  longer  permitted  to 
deduct  the  costs  of  Federal  Black  Lung  Excise  Taxes, 
abandoned  mine  land  fees,  and  state  and  local  sever- 
ance taxes  from  the  value  of  coal  for  royalty  purposes. 
This  new  rule  was  published  in  the  Federal  Register  on 
August  22, 1990,  and  effective  October  1, 1990.  The 
Bull  Mountains  Exchange  Final  EIS  was  sent  in  for 
printing  on  August  17,  1990. 

The  royalty  values  were  revised  based  on  the  rule 
changes  and  the  net  revenues  were  recalculated  for  the 


Issue  No.  6:  Concern  over  mineral  development  on 
the  Meridian  offered  private  lands. 

Discussion:  Although  Meridian  will  retain  the  oil  and 
gas  rights  on  these  properties,  BLM  will  be  afforded 
surface  owner  property  rights  prior  to  any  oil  and  gas 
development.  On  the  lands  in  Madison,  Beaverhead, 
and  Deer  Lodge  Counties,  Meridian  has  agreed  to  a 
no-surface  occupancy  stipulation  on  these  parcels. 
Surface-owner  property  rights  regarding  development 
will  be  satisfactory  for  the  lands  in  Carbon  County. 

Because  of  public  concern  over  oil  and  gas  develop- 
ment on  the  Meridian  offered  lands,  particularly  the 
Madison  and  Big  Hole  River  properties,  BLM  and 


Meridian  have  decided  to  evaluate  the  feasibility  of  an 
exchange  of  oil  and  gas  rights.  The  oil  and  gas  rights 
on  the  Meridian  offered  lands  belong  to  Meridian  Oil 
Company,  not  Meridian  Minerals  Company.  There- 
fore, an  exchange  will  have  to  be  done  as  an  entirely 
separate  action  if  the  exchange  is  feasible.  Meridian 
Oil  Company  has  agreed  to  the  aforementioned  con- 
ditions for  this  exchange  and  to  exchange  their  oil  and 
gas  rights  on  the  lands  in  Madison,  Beaverhead,  and 
Deer  Lodge  counties  for  federal  oil  and  gas/other 
minerals  rights  in  the  Bull  Mountains  or  elsewhere,  if 
feasible.  BLM  and  Meridian  Oil  Company  will  evalu- 
ate this  proposed  exchange  after  the  coal-for-land 
exchange  is  completed. 

The  development  of  saleable  minerals  such  as  sand 
and  gravel  which  will  be  transferred  are  discretionary 
actions  for  BLM.  No  mineral  material  development 
will  be  allowed  until  such  time  as  BLM  completes 
planning  on  these  lands  and  makes  a  decision  regarding 
mineral  material  development  and  disposition  for 
each  of  the  Meridian  offered  private  lands. 

To  protect  these  lands  from  development  of  the  lo- 
catable  minerals  such  as  gold,  silver,  etcetera,  BLM 
will  withhold  the  issuance  of  the  opening  order  until 
such  time  as  planning  has  been  completed  and  any 
necessary  management  prescriptions  or  protective 
measures  are  developed  and  implemented. 


Issue  No.  7 :  Concern  over  the  appraisal  on  the  selected 
federal  coal  lands. 

Discussion:  The  value  of  the  coal  reserves  for  the 
selected  federal  coal  lands  was  calculated  for  BLM 
Northwest  Regional  Evaluation  Team  by  application 
of  \heGuide  to  Federal  Coal Property  Appraisal.  This 
evaluation  team  located  in  Cheyenne,  Wyoming,  is 
responsible  for  all  solid  mineral  appraisals  and 
evaluations  for  the  northwest  United  States.  They 
appraised  the  coal  through  a  comparable  sales  approach 
and  arrived  at  an  estimated  value  of  $730,000.  This 
value  is  indicative  of  the  speculative  nature  of  the 
project,  the  development  of  the  coal,  and  current  coal 
market  conditions. 


V.  PUBLIC  INVOLVEMENT  AND 
COMMENT 

Scoping  for  the  EIS  was  conducted  in  May  1988  in 
Roundup  and  Ennis,  Montana.  The  Draft  EIS  was 
published  in  October  1989.  Public  meetings  were  held 
in  Roundup,  Billings,  and  Butte,  Montana  with  a 
public  review  period  from  November  3, 1989,  through 
January  5,  1990.  A  public  hearing  on  the  public 
interest  factors  of  the  proposed  exchange  was  also 
held  on  November  27,  1990,  in  Roundup,  Montana. 

Changes  based  on  public  comment  and  concern  were 
incorporated  into  the  Final  EIS.  Written  and  oral 
comments  on  the  Draft  EIS  were  responded  to  by 
BLM  in  the  Final  EIS.  Revisions  in  response  to  public 
comment  and  concern  were  also  made  to  the  "Hy- 
drology," "Subsidence,"  and  "Socioeconomics"  sec- 
tions for  the  selected  coal  lands.  The  resource  value 
sections  of  the  "offered  lands"  were  also  expanded. 


VI.  ALTERNATIVES 

Based  on  public  comment  and  concerns  expressed 
during  scoping,  BLM  decided  to  look  at  several  dif- 
ferent alternatives  and  reasonably  foreseeable  levels 
of  development  of  the  coal. 

The  EIS  addressed  two  reasonably  foreseeable  levels 
of  development  Development  impacts  of  the  coal  as 
a  small  room-and-pillar  underground  mine  producing 
0.5  million  tons  of  coal  per  year  were  analyzed,  as  well 
as  a  3.0  million  tons  of  coal  per  year  longwall  un- 
derground mine  analyzed  as  the  maximum  develop- 
ment scenario.  A  generic  railroad  to  haul  the  coal  was 
also  addressed  under  this  scenario. 

Alternatives  addressed  in  the  EIS  were  as  follows: 

A.  Alternative  A  -  Coal-For-Land  Exchange  - 
Proposed  and  Preferred  Action 

This  alternative  is  the  proposed  action  and  was  ana- 
lyzed as  BLM's  preferred  alternative.  Under  this 
alternative  BLM  would  exchange  3,673.16  acres  of 
federal  coal  lands  worth  $730,000  for  9,873. 19  acres 
of  recreation,  wildlife,  and  other  multiple-use  poten- 


tial  lands  offered  by  Meridian  worth  $  1 ,149,700.  This 
alternative  was  selected  as  the  preferred  alternative 
because  it  achieves  management  objectives  to  acquire 
high- value  recreation  and  wildlife  lands  for  the  public 
and  encourages  economic  development  in  these  areas 
in  the  near  future. 


B.  Alternative  B  -  Coal-For-Coal  Exchange 
(Mirror  Image) 

This  alternative  addresses  splitting  the  federal  and 
Meridian  coal  into  two  logical  mining  units  of  ap- 
proximately equal  size  and  value.  About  32.7  million 
tons  of  in-place  federal  coal  in  the  south  half  of  the 
project  area  would  be  exchanged  for  30.5  million  tons 
of  in-place  Meridian  coal  in  the  north  half  of  the 
project  area.  The  federal  government  would  have  a 
block  of  60.2  million  tons  of  federal  coal  in  the  north 
half  and  Meridian  would  have  70.2  million  tons  in  the 
south  half. 


C.  Alternative  C  -  Leasing 

This  alternative  addresses  leasing  the  same  parcels  of 
federal  coal  which  were  considered  for  exchange. 


D.  Alternative  D  -  No  Action 

The  No  Action  alternative  addressed  denial  of  the 
exchange  and  denial  of  the  leasing.  Although  this 
alternative  would  be  the  "environmentally  preferred" 
alternative,  it  was  not  selected  because  there  would  be 
no  development  of  the  federal  coal  and  present  man- 
agement of  the  lands  would  continue.  Also,  the 
beneficial  impacts  from  the  preferred  alternative,  such 
as  acquisition  of  high-value  recreation  and  wildlife 
lands  and  economic  development  would  not  be  real- 
ized. 


VII.  RATIONALE  FOR  THE 
DECISION 

Many  factors  entered  into  my  decision  to  approve  the 
proposed  exchange  with  the  conditions  outlined  in  the 


decision  section.  Factors  which  influenced  this  deci- 
sion are  discussed  below. 

The  exchange  is  in  conformance  with  Section  205  and 
206  of  the  Federal  Land  Policy  and  Management  Act 
and  approved  land  use  plans  for  the  areas  involved. 

The  EIS  prepared  by  BLM  has  addressed  public 
concerns  and  issues.  It  addressed  the  proposed  action, 
several  alternatives,  and  the  environmental  conse- 
quences of  these  various  actions.  The  EIS  is  an 
adequate  environmental  document  for  me  to  use  as  a 
basis  of  my  decision  and  is  in  compliance  with  the 
National  Environmental  Policy  Act  of  1969  (NEPA). 

The  exchange  as  outlined  in  my  decision  follows 
BLM  guidelines  and  regulations.  Public  interest  fac- 
tors as  outlined  in  BLM  Manual  2200.06B  which  must 
be  considered  in  an  exchange  are  addressed  accord- 
ingly. 

1.  The  exchange  would  consolidate  federal  hold- 
ings into  a  logical  mining  unit(s). 

Not  applicable  under  my  decision  but  was  considered 
in  Alternative  B. 

2.  The  exchange  would  consolidate  non-federal 
holdings  into  a  logical  mining  unit(s). 

The  exchange  would  consolidate  Meridian-owned 
coal  into  a  logical  mining  unit  in  the  Bull  Mountains. 

3.  The  exchange  would  serve  a  national  resource 
management  or  protection  need. 

The  exchange  would  put  high-value  recreation  and 
wildlife  lands  offered  by  Meridian  in  public  ownership. 
Undeveloped  riverfront  properties  are  becoming  in- 
creasingly difficult  to  find  and  acquire.  Acquiring 
these  lands  insures  public  ownership  of  these  highly 
valuable  properties. 

The  exchange  would  be  consistent  with  several  Miles 
City  and  Butte  District  land  use  plans  within  the  state 
and  affected  areas.  Guidelines  and  recommendations 
from  these  previous  land  use  plans  would  be  fulfilled 
by  acquiring  these  Meridian-owned  offered  lands. 

4.  The  exchange  would  simplify  jurisdiction  and 
allow  federal  land  use  planning  efforts  to  be 


continued  in  an  area  in  which  the  United  States 
controls  the  mineral  development. 

Not  applicable  under  my  decision  but  was  considered 
under  Alternative  B. 

5.  The  exchange  would  reunite  federal  surface  and 
subsurface  estates. 

Not  applicable  under  my  decision  but  was  considered. 

6.  The  exchange  would  eliminate  isolated  tracts 
and  checkerboard  patterns  of  federal  minerals. 

The  exchange  would  provide  Meridian  a  block  of 
previously  checkerboard-owned  coal  (federal  and 
Meridian)  in  the  Bull  Mountains  suitable  for  develop- 
ment. The  acquisition  of  Meridian  offered  lands  in 
Carbon  County  would  block  up  previously  checker- 
board lands  and  provide  a  large  block  of  public  lands 
for  the  federal  government. 


There  are  no  assurances  that  development  of  the  mine 
would  occur,  and  without  the  development,  no  rev- 
enues are  generated  for  government.  Therefore,  I 
decided  that  it  was  in  the  public  interest  to  try  to  insure 
the  development  of  the  coal  or  to  insure  that  govern- 
ment would  share  more  equitably  in  revenues  if  devel- 
opment were  delayed.  This  was  done  by  putting  a 
development  clause  in  the  patent  whereby  the  coal 
must  be  developed  within  ten  years  or  an  overriding 
royalty  takes  affect 

9.  The  non-federal  lands  to  be  received  in  the 
exchange  would  serve  the  public  better  in  pub- 
lic ownership  than  the  minerals  to  be  transferred 
in  the  exchange. 

The  public  acquires  recreation,  wildlife,  and  other 
multiple-use  potential  lands  offered  by  Meridian. 
These  lands  would  be  in  public  ownership  for  the 
public's  use  and  enjoyment.  Also  see  response  to 
number  8. 


7.  The  exchange  would  achieve  a  management 
goal  without  using  appropriated  funds  to  pay  for 
the  resources  needed  by  the  United  States. 

High-value  recreation  and  wildlife  lands  would  be 
acquired  by  the  United  States  along  the  Madison  and 
Big  Hole  Rivers  in  Montana.  No  appropriated  funds 
would  be  needed  because  of  my  decision  to  consum- 
mate the  exchange. 

8.  The  exchange  would  meet  needs  of  state  and 
local  people. 

The  exchange  would  put  high-value  recreation  and 
wildlife  lands  offered  by  Meridian  in  public  owner- 
ship. Undeveloped  riverfront  properties  are  becom- 
ing increasingly  difficult  to  find  and  acquire.  Acquiring 
these  lands  insures  public  ownership  of  these  highly 
valuable  properties. 

The  selected  federal  coal  is  speculative  coal  with  little 
chance  for  development  until  approximately  30  years 
in  the  future,  particularly  under  the  federal  coal  leas- 
ing program.  Through  this  exchange,  the  coal  becomes 
privately-owned,  allowing  Meridian  an  opportunity 
to  market  the  coal  more  competitively  than  it  would 
without  the  exchange.  Development  of  the  mine 
could  provide  many  jobs  and  revenues  to  the  local, 
state,  and  federal  governments  in  an  area  that  is 
economically  depressed. 


10.  The  exchange  would  enhance  competitive  bid- 
ding for  the  Federal  minerals.  This  provision 
does  not  apply  to  lands  to  be  acquired  by  the 
United  States  in  a  fee  coal  exchange  pursuant  to 
Section  510(b)(5)  of  the  Surface  Mining  Con- 
trol and  Reclamation  Act  of  1976  or  to 
nonmineral-in-character  lands  to  be  acquired 
by  the  United  States  in  a  fee  coal  exchange  for 
national  resource  management  or  protection 
needs. 

The  opportunity  for  competitive  bidding  in  the  se- 
lected federal  coal  lands  would  be  lost  upon  completion 
of  this  exchange.  The  exchange  could  make  additional 
federal  coal  lands  more  valuable  after  development 
and  provide  opportunities  for  competitive  bidding  in 
the  future. 

1 1 .  The  potential  revenue  from  the  lease  or  sale  of 
the  federal  minerals  consolidated  by  the  ex- 
change would  be  greater  than  the  potential 
revenue  from  a  lease  or  sale  of  the  minerals  in 
federal  ownership  prior  to  the  exchange.  This 
provision  does  not  apply  to  lands  to  be  acquired 
by  the  United  States  in  a  fee  coal  exchange 
pursuant  to  Section  510(b)(5)  of  the  Surface 
Mining  Control  and  Reclamation  Act  of  1976, 
or  to  nonmineral-in-character  lands  to  be  ac- 
quired by  the  United  States  in  a  fee  coal  exchange 


for  national  resource  management  or  protection 
needs. 

Not  applicable  under  my  decision  but  was  considered 
in  Alternative  B. 

12.  The  exchange  would  be  in  keeping  with  the 
purposes,  policies,  and  goals  of  the  National 
Environmental  Policy  Act  of  1969  (NEPA)  (42 
U.S.C.  4321-4347). 

The  Final  EIS  completed  by  BLM  is  an  adequate 
environmental  document  in  compliance  with  NEPA 
and  existing  land  use  plans  in  the  areas  involved  with 
the  exchange.  My  decision  to  consummate  the  ex- 
change with  the  aforementioned  conditions  offers  the 
best  possible  resolution  of  all  issues  and  is  in  the 
public  interest.  My  decision  would  allow  for  carefully 
designed  production  and  use  of  natural  resources 
while  protecting  environmental  quality. 

13.  The  exchange  does  not  involve  a  transfer  of  a 
fee  interest  in  Federal  minerals  for  a  less  than 
fee  interest  (e.g.,  conservation  or  scenic  ease- 
ments) in  non-federal  lands.  If  less  than  a  fee 
interest  in  non-federal  lands  is  all  that  is  needed, 
a  fee  exchange  should  be  followed  by  a  com- 
petitive bidding,  or  a  modified  competitive 
bidding,  sale  of  the  unneeded  interests,  as  the 
situation  dictates. 

Not  applicable  under  my  decision.  BLM  would  acquire 
fee  title  to  the  offered  private  lands  and  Meridian 
would  acquire  fee  tide  to  the  selected  federal  coal 
lands. 

14.  For  fee  exchanges  involving  coal: 

a.  The  Authorized  Officer,  after  full  consider- 
ation of  alternatives  to  the  exchange,  including 
competitive  and  cooperative  leasing,  makes  a 
finding  that  the  exchange  provides  the  greatest 
public  benefit 

My  decision  to  complete  the  exchange  with  the  devel- 
opment provisions  provides  the  greatest  public  ben- 
efit, through  acquisition  of  recreation,  wildlife,  and 
other  multiple-use  potential  lands  and  encouragement 
of  coal  mine  development  in  the  short-term  future. 

b.  The  non-federal  party  provides  evidence  of 
consent  to  mine  granted  by  all  private  surface 


owners  of  the  lands  to  be  acquired  by  the  United 
States.  This  provision  does  not  apply  to  lands  to 
be  acquired  by  the  United  States  in  a  fee  coal 
exchange  when  such  lands  will  be  unavailable 
for  leasing  or  do  not  contain  coal. 

Not  applicable  for  this  exchange.  The  offered  lands  to 
be  acquired  by  the  federal  government  are  lands 
nonmineral-in-character  with  low  potential  for  devel- 
opment. 

c.  The  Authorized  Officer  has  applied  the 
unsuitability  criteria,  exceptions,  and  exemp- 
tions pursuant  to  43  CFR  3461  to  both  the 
federal  lands  and  the  lands  to  be  acquired  by  the 
United  States.  This  provision  does  not  apply  to 
lands  to  be  acquired  by  the  United  States  in  a  fee 
coal  exchange  pursuant  to  Section  5 10(b)(5)  of 
the  Surface  Mining  Control  and  Reclamation 
Act  of  1 977  or  to  lands  that  otherwise  would  be 
unavailable  for  leasing  or  do  not  contain  coal. 

The  unsuitability  criteria  were  applied  to  the  selected 
federal  coal  lands.  All  the  selected  federal  coal  lands 
were  suitable  for  underground  mining.  Two  areas  in 
T.  6  N.,  R.  27  E.,  Section  18  NW1/4NW1/4  identified 
in  my  decision  are  unsuitable  for  longwall  mining 
(24.5  acres  floodplains,  6  acres  homesite)  unless  the 
regulatory  agencies  determine  that  these  two  areas  can 
be  safely  mined  by  this  method.  Unsuitability  criteria 
are  not  applicable  for  the  offered  lands. 

d.  The  Authorized  Officer  consults  with  the 
Regional  Coal  Team  (where  applicable)  and  the 
Regional  Coal  Team  advises  that  the  exchange 
is  not  inconsistent  with  competitive  leasing  in 
the  federal  coal  production  region. 

The  Powder  River  Regional  Coal  Team  was  briefed 
and  updated  on  the  status  of  this  proposed  exchange  at 
the  October  1989,  January  1990,  and  April  1990 
meetings.  The  Regional  Coal  Team  recommended 
that  the  Bull  Mountains  project  as  identified  in  the 
Draft  EIS  be  allowed  to  fall  under  the  lease-by- 
application  procedures  without  further  consideration. 
This  action  was  approved  by  the  Secretary  which 
allowed  the  BLM  State  Director  for  Montana  to  pro- 
ceed to  a  decision  without  further  involvement  from 
the  Regional  Coal  Team. 


VIII.  IMPLEMENTATION 

Based  upon  the  environmental  analysis  of  the  Bull 
Mountains  Exchange  Final  EIS,  I  have  determined 
that  it  is  in  the  public  interest  to  consummate  the 
proposed  exchange  with  the  conditions  outlined  under 
my  decision.  Therefore,  I  will  issue  the  Notice  of 
Realty  Action  to  exchange  3,673. 1 6  acres  of  selected 
federal  coal  lands  worth  $730,000  for  9,873. 19  acres 
of  offered  lands  worth  $1 ,149,700.  The  difference  in 
value  is  a  donation  from  Meridian  to  the  federal 
government.  Patents  and  deeds  will  be  exchanged  not 
less  than  60  days  from  the  date  of  the  required  notifi- 
cations (43  CFR  2201.1(e)). 


IX.  ADMINISTRATIVE  REVIEW 
PROCEDURES 

My  decision  is  to  consummate  this  exchange  with  the 
conditions  outlined  under  the  decision  section.  For  a 
period  of  forty-five  (45)  days  from  the  date  of  the 
issuance  of  the  Notice  of  Realty  Action,  which  was 
issued  simultaneously  with  this  Record  of  Decision, 
adversely  affected  parties  may  submit  comments  to 
the  Bureau  of  Land  Management,  Attn:  State  Director, 
Granite  Tower,  222  N.  32nd  Street,  P.O.  Box  36800, 
Billings,  Montana  59107.  Any  objections  will  be 
evaluated  by  the  BLM  and  this  realty  action  may  be 
sustained,  vacated,  or  modified.  In  the  absence  of  any 
objections,  this  realty  action  will  become  the  final 
decision  of  the  Department  of  Interior. 


IX.  CONTACT  PERSONS 

Mathew  Millenbach,  District  Manager 

Miles  City  District  Office 

West  of  Miles  City 

P.O.  Box  940 

Miles  City,  Montana  59301 

Attn:  Bill  Matthews 
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Notice  of  Availability  of  the  Bull  Mountains  Exchange  Record  of  Decision  and  Notice  of  Realty  Action- 
Exchange  of  Federal  Coal  Lands  in  Musselshell  and  Yellowstone  Counties  for  Private  Lands  in 
Madison,  Beaverhead,  Deer  Lodge,  and  Carbon  Counties,  Montana. 


AGENCY:     Bureau  of  Land  Management 

ACTION:  Notice  of  Availability  of  the  Bull  Mountains  Exchange  Record  of  Decision  and  Notice  of  Realty  Action, 
M-76849,  exchange  of  federal  coal  lands  in  Musselshell  and  Yellowstone  Counties  for  private  lands  in  Madison, 
Beaverhead,  Deer  Lodge,  and  Carbon  Counties,  Montana. 

SUMMARY:  In  May  1988,  Meridian  Minerals  Company  (Meridian)  submitted  a  land  exchange  application  to  the 
Bureau  of  Land  Management  (BLM)  for  consideration.  Meridian  proposed  the  exchange  to  acquire  3,673. 16  acres  of 
selected  federal  coal  lands  for  9,873.19  acres  of  offered  private  lands.  A  Draft  EIS  addressing  the  impacts  of  the 
proposed  exchange  and  alternatives  was  issued  in  October  1989.  The  Final  EIS  was  issued  in  November  1990. 

BLM  has  made  the  decision  to  consummate  the  exchange  with  the  following  conditions: 

1.  Only  underground  mining  is  allowed  on  the  selected  federal  coal  lands. 

2.  Based  on  the  application  of  the  unsuitability  criteria,  all  the  selected  federal  coal  lands  were  suitable  for 
underground  mining.  Two  areas  in  T.  6  N.,  R.  27  E.,  Section  18  NW1/4NW1/4  were  identified  as 
unsuitable  for  longwall  mining  (24.5  acres  for  floodplains;  6  acres  for  homesite).  These  two  areas  are 
unsuitable  for  longwall  mining  unless  the  company  and  the  regulatory  agencies  can  reach  agreement  that 
these  areas  can  be  mined  safely  by  the  longwall  method.  These  two  areas  can  be  mined  by  the  room-and- 
pillar  method. 

3.  Development  and  mining  of  the  Bull  Mountains  coal  must  occur  within  ten  years  from  the  date  of  issuance 
of  the  patent  at  a  minimum  production  level  of  500,000  tons  of  coal  per  year.  The  development  and  mining 
can  initially  occur  on  either  the  private  Meridian-owned  coal  or  the  selected  federal  coal  as  long  as  a  mine 
is  developed  and  producing  coal  at  the  minimum  level  of  production.  If  there  is  no  development  and  a 
mine  is  not  in  production  at  the  minimum  level  of  500,000  tons  of  coal  per  year  at  the  end  often  years, 
then  an  overriding  royalty  rate  of  one  percent  accrues  to  the  federal  government  at  day  one,  0001  AM  hours 
on  the  eleventh  year  of  the  anniversary  date  of  the  issuance  of  the  patent.  Each  succeeding  year  that  there 
is  no  development  at  the  minimum  production  rate,  the  overriding  royalty  rate  will  increase  an  additional 
one  percent  at  0001  AM  hours  on  the  anniversary  date  of  the  patent  issuance  until  it  reaches  a  maximum 
eight  percent  royalty  rate  eighteen  (18)  years  after  issuance  of  the  patent  or  it  reaches  the  prevailing 
underground  federal  royalty  rate,  whichever  is  greater.  Any  royalty  revenues  accruing  to  the  federal 
government  under  these  conditions  will  be  treated  the  same  as  royalty  revenues  under  the  Mineral  Leasing 
Act  whereby  these  revenues  are  shared  with  the  State  of  Montana. 


Copies  of  the  Record  of  Decision  will  be  available  at  each  public  library  located  in  Musselshell,  Yellowstone,  Rosebud, 
Madison,  Custer,  Beaverhead,  Deer  Lodge,  and  Carbon  Counties.  In  addition,  copies  will  be  available  at  libraries  in 
Billings,  Worden,  Butte,  Ennis,  Colstrip,  Forsyth,  Helena,  Miles  City,  and  Roundup.  Copies  will  be  available  upon 
request  from  the  Bureau  of  Land  Management,  Miles  City  District  Office,  P.O.  Box  940,  Miles  City,  Montana,  59301 . 
Telephone  (406)  232-4331.  Public  reading  copies  will  be  available  for  review  at  the  following  BLM  locations: 

Bureau  of  Land  Management 
Office  of  External  Affairs 
Main  Interior  Building,  Room  5600 
18th  and  C  Streets,  N.W. 
Washington,  D.C.  20240 

Bureau  of  Land  Management 
Office  of  External  Affairs 
Montana  State  Office 
222  North  32nd  Street 
Billings,  Montana  59107 

Bureau  of  Land  Management 
Miles  City  District  Office 
West  of  Miles  City 
Miles  City,  Montana  59301 

Bureau  of  Land  Management 
Butte  District  Office 
106  North  Parkmont 
Butte,  Montana  59702 

Bureau  of  Land  Management 
Dillon  Resource  Area 
Obey  Building 
Dillon,  Montana  59725 

Bureau  of  Land  Management 
Garnet  Resource  Area 
3255  Fort  Missoula  Road 
Missoula,  Montana  59801 

Bureau  of  Land  Management 
Billings  Resource  Area 
810  East  Main  Street 
Billings,  Montana  59105 

In  accordance  with  this  decision  the  following  described  federal  coal  estate  has  been  determined  to  be  suitable  for 
disposal  by  exchange  under  Section  206  of  the  Federal  Land  Policy  and  Management  Act  (FLPMA)  of  1976, 43  USC 
1716. 


Principal  Meridian  Montana 
T.  6N..R.  27  E. 
Sec.    18,  all; 

20,  all 

30,  all 

Aggregating  1,913.72  acres  of  federal  coal  estate  in  Musselshell  County. 

T.  5  N.,  R.  27  E. 
Sec.  4,  Lots  1,2,3,4; 

T.  6N.,R.  27  E. 
Sec.    28,  all; 

32,  N1/2.SE1/4; 

34,  N1/2.SW1/4; 

Aggregating  1,759.44  acres  of  federal  coal  estate  in  Yellowstone  County. 

The  above-described  lands  aggregate  3,673.16  acres  of  federal  coal  estate  in  the  two  counties. 

In  exchange  for  the  federal  coal  estate  in  the  above  described  lands,  the  United  States  will  acquire  the  following 
described  private  lands  from  Meridian  Minerals  Company,  Englewood,  Colorado. 

Principal  Meridian  Montana 
T.  8  S.,  R.  1  W. 
Sec.    15,  All  West  of  East  Bank  of  River, 

25,  Part  N1/2NE1/4  lying  East  of  West  Bank; 

T.  9S..R.  1  W. 
Sec.  1,  Lots  6,  7,  SW1/4NE1/4 

Aggregating  697.45  acres  of  private  lands  in  Madison  County. 

T.  1  N.,R.  13  W. 
Sec.    9,  SW1/4,  NW1/4NW1/4 

1 7,  Part  lying  SE  of  C/L  of  Big  Hole  River, 
19,  Part  lying  SE  of  C/L  of  Big  Hole  River, 

Aggregating  1,297.92  acres  of  private  lands  in  Beaverhead  County. 

T.  1N..R.  13  W. 
Sec.    17,  Part  W1/2NW1/4  lying  West  of  C/L  of  Big  Hole  River, 
19,  Part  lying  NW  of  C/L  of  Big  Hole  River; 

Aggregating  177.56  acres  of  private  lands  in  Deer  Lodge  County. 


T.9S..R.  21  E. 
Sec.    1,  Lots  1,2,  3,4; 

3,Lots2,3,4,Sl/2Nl/2,Sl/2; 

5,  Lots  1,  2,  3,  4,  S1/2N1/2,  N1/2S1/2,  S1/2SE1/4; 

7,  all; 

9,  NE1/4,  N1/2NW1/4,  S1/2SW1/4; 

11,  all; 

13,  Lots  3, 4; 

15,  Nl/2,  W1/2SW1/4,  E1/2SE1/4,  SW1/4SE1/4; 

17,  all; 

19,  all; 

21,  all; 

23,  all; 

25,  Lots  1,2,3; 

27,  all; 

29,  all; 

31,  Lots  1,2,3,4; 

33,  Lots  1,2,3,4; 

Aggregating  7,700.26  acres  of  private  lands  in  Carbon  County. 

The  above-described  private  lands  that  the  United  States  will  acquire  in  the  exchange  aggregate  9,873.19  acres  in  the 
four  counties. 


SUPPLEMENTARY  INFORMATION:  The  United  States  will  acquire  9,873.19  acres  of  private  lands  in 
Madison,  Beaverhead,  Deer  Lodge,  and  Carbon  Counties  from  Meridian  for  3,673.16  acres  of  federal  coal  estate  in 
Musselshell  and  Yellowstone  Counties,  Montana.  The  federal  coal  estate  to  be  exchanged  to  Meridian  contains  54.5 
million  tons  of  coal  of  which  43.6  million  tons  of  coal  are  recoverable  by  the  longwall  mining  operation  or  27.3  million 
tons  of  coal  are  recoverable  by  the  room-and-pillar  mining  operation. 

The  federal  coal  estate  to  be  exchanged  has  a  fair  market  value  of  $730,000;  whereas,  the  private  lands  to  be  acquired 
have  a  fair  market  value  of  $1,149,700.  The  difference  in  value  accruing  to  the  United  State  is  a  donation  from 
Meridian. 

The  publication  of  this  notice  segregates  the  locatable  mineral  estate  in  the  lands  described  above  from  location  and 
entry  under  the  mining  laws,  but  not  from  exchange,  pursuant  to  Section  206  of  FLPMA  for  a  period  of  two  years  from 
the  date  of  first  publication. 

This  exchange  is  consistent  with  Section  205  and  206  of  FLPMA  (43  USC  1716),  as  well  as  the  Miles  City  and  Butte 
District  land-use  plans  which  address  management  of  the  public  lands  and  resources  in  the  resource  areas  involved. 
There  were  also  no  inconsistencies  with  previous  land-use  planning  decisions. 

Public  involvement  and  participation  occurred  throughout  the  EIS  and  exchange  process  and  is  in  conformance  with 
current  planning,  land  exchange  and  coal  exchange  regulations  (43  CFR 1 600, 2200,  and  2203).  Public  interest  factors, 
as  outlined  in  BLM  Manual  2200.06B,  were  considered  and  addressed  in  the  Record  of  Decision.  BLM  has  determined 
the  public  interest  is  well  served  by  the  decision  to  consummate  the  exchange  with  the  conditions  outlined  in  the  Record 
of  Decision. 


The  exchange  will  be  made  subject  to: 

1.  The  conditions  outlined  in  the  Record  of  Decision  on  underground  mining,  unsuitable  areas,  and  the 
development  clause. 

2.  A  reservation  to  the  United  States  of  all  remaining  minerals,  except  the  coal  estate  in  the  lands  to  be 
transferred  to  Meridian,  together  with  the  right  to  explore,  prospect  for,  mine  and  remove  same  under  all 
applicable  laws  and  regulations. 

3.  A  reservation  to  Meridian  of  the  oil  and  gas  estate  and  all  rights  and  interests  pertaining  thereto  on  all  the 
lands  being  transferred  to  the  United  States.  The  entire  remaining  mineral  estate  together  with  the  right 
to  explore,  prospect  for,  mine  and  remove  same  will  be  transferred  to  the  United  States  on  said  lands. 

4.  A  restriction  will  be  placed  on  the  lands  being  transferred  to  the  United  States  in  Madison,  Beaverhead 
and  Deer  Lodge  Counties  which  will  provide  for  a  no  surface  occupancy  stipulation  for  oil  and  gas 
development. 

5.  This  exchange  will  be  made  subject  to  all  valid  existing  rights  and  reservations  of  record  on  all  lands  and 
interests  in  land  to  be  transferred. 

For  Further  Information  Contact:  Information  related  to  the  exchange,  including  the  Final  Environmental  Impact 
Statement  and  Record  of  Decision,  is  available  for  review  at  the  Bureau  of  Land  Management,  Miles  City  District 
Office,  West  of  Miles  City,  P.O.  Box  940, 
Miles  City,  Montana  59301. 


DATES :  For  a  period  of  45  days  from  the  date  of  publication  of  this  notice  in  the  Federal  Register,  interested  parties 
may  submit  comments  to  the  Bureau  of  Land  Management,  Montana  State  Office,  222  North  32nd  Street,  P.O.  Box 
36800,  Billings,  Montana  59107-6800.  Any  adverse  comments  will  be  evaluated  by  the  BLM  and  this  realty  action 
may  be  sustained,  vacated,  or  modified.  In  the  absence  of  any  objections,  this  realty  action  will  become  the  final 
determination  of  the  Department  of  the  Interior. 


Thomas  P.  Lonnie 
Acting  State  Director 
Montana  State  Office 


EXECUTIVE  BRIEF 

of  the 

BULL  MOUNTAINS  EXCHANGE 

RECORD  OF  DECISION 


The  Bureau  of  Land  Management  intends  to  exchange  3,673  acres  (an  estimated  54.5  million  tons)  of  federal  coal 
for  9,873  acres  of  land  offered  by  Meridian  Minerals  Company.  The  coal  is  located  in  the  Bull  Mountains  be- 
tween Billings  and  Roundup,  Mont.,  and  the  lands  offered  by  Meridian  are  located  in  south-western  and  south- 
central  Montana  in  Deer  Lodge,  Beaverhead,  Madison  and  Carbon  counties. 

Ownership  of  the  land  surface  above  the  federal  coal  would  not  be  affected  by  the  exchange.  Most  of  the  surface 
above  the  coal  is  privately  owned. 

The  lands  that  would  come  into  public  ownership  include  river  front  property  along  the  Madison  and  Big  Hole 
rivers,  and  lands  in  Carbon  county  that  would  consolidate  existing  federal  ownership  into  a  large  block  available 
for  public  use.  The  lands  include  habitat  for  bald  eagles,  elk,  and  mule  deer. 

The  Madison  and  Big  Hole  rivers  are  considered  to  be  among  the  best  trout  fishing  streams  in  the  nation.  The  Big 
Hole  River  is  home  to  the  arctic  grayling,  a  sensitive  species  on  state  and  federal  lists. 

The  Meridian  offered  lands  are  valued  at  $1,149,700,  while  the  federal  coal  is  valued  at  $730,000.  The  difference 
in  value  would  be  a  donation  from  Meridian  to  the  federal  government. 

The  exchange  would  be  contingent  upon  three  conditions. 

First,  only  underground  mining  of  the  federal  coal  would  be  allowed. 

Second,  longwall  mining  would  not  be  allowed  on  30.5  acres  unless  the  company  and  regulatory  agencies  can 
agree  that  the  areas  can  be  mined  safely  by  this  method.  The  restriction  on  longwall  mining  on  this  acreage  is 
included  to  protect  a  house  and  a  flood  plain.  Longwall  mining  is  designed  to  allow  the  roof  of  the  mine  and 
overlying  rock  layers  to  collapse  in  a  controlled  manner  after  the  coal  has  been  extracted.  This  results  in  the 
gradual  lowering  (subsidence)  of  the  land  surface. 

Third,  development  and  mining  of  coal  in  the  Bull  Mountains  area  must  occur  within  10  years  from  the  date  of  the 
exchange.  If  a  mine  would  not  be  in  production  at  the  minimum  level  of  500,000  tons  of  coal  per  year  at  the  end 
of  10  years,  the  federal  government  would  receive  an  overriding  royalty  of  1  percent  Each  succeeding  year  that 
there  would  be  no  development  at  the  minimum  rate,  the  overriding  royalty  rate  would  increase  an  additional  1 
percent  until  it  reached  8  percent  or  the  prevailing  federal  underground  royalty  rate,  whichever  is  greater.  The 
royalties  would  be  shared  with  the  state  of  Montana. 


Several  alternatives  were  considered  along  with  the  coal-for-land  exchange.  They  include  a  coal-for-coal 
exchange,  leasing  of  the  federal  coal,  and  no  action.  None  of  the  alternatives  would  result  in  federal  acquisition  of 
the  offered  lands.  Leasing  and  no  action  would  not  be  as  likely  to  result  in  a  mine  in  the  near  future,  and 
economic  and  employment  benefits  would  be  delayed  or  forgone. 

Transfer  of  the  federal  coal  to  Meridian  would  consolidate  the  company's  holdings  and  increase  the  feasibility  of 
mining.  Coal  that  is  now  split  between  federal  and  private  ownership,  with  little  chance  for  mining,  would 
become  more  competitive  if  it  could  be  developed  as  a  unit.  Consolidated  ownership  would  likely  foster  develop- 
ment sooner  than  split  ownership. 

If  the  federal  government  leased  its  coal  to  Meridian,  royalty  payments  would  be  required.  Royalty  payments 
would  make  the  coal  less  competitive  and  reduce  the  potential  for  development  of  a  coal  mine  in  the  near  future. 

If  the  mine  would  be  developed  as  a  500,000  ton  per  year  mine,  it  would  create,  at  full  production,  an  estimated 
35  mining  and  coal  transportation  jobs  and  15  secondary  jobs  for  the  life  of  the  mine.  If  the  mine  would  be 
developed  as  a  three  million  ton  per  year  mine,  which  is  considered  maximum  development,  an  estimated  207 
mining  and  transportation  jobs  and  92  secondary  jobs  would  be  created  for  the  life  of  the  mine. 

The  decision  to  proceed  with  the  coal-for-land  exchange  was  made  with  the  benefit  of  public  involvement  and 
comment.  Public  involvement  activities  were  conducted  in  Roundup,  Ennis,  Billings,  and  Butte,  Mont.,  since 
1988.  A  draft  environmental  impact  statement  was  released  for  public  comment  in  October  1989,  and  a  final 
environmental  impact  statement  was  released  in  November  1990. 

Seven  major  issues  surfaced  as  a  result  of  the  various  public  involvement  activities.  The  seven  issues  and  discus- 
sions of  how  they  were  considered  in  the  decision  follow. 

—  Concern  over  creating  a  coal  monopoly  by  Meridian  in  the  Bull  Mountains: 

The  Department  of  Justice  conducted  a  formal  antitrust  review  in  1990  and  determined  that  the  situation 
resulting  from  the  exchange  would  be  consistent  with  antitrust  laws. 

—  Concern  over  the  hydrologic  impacts  from  mining  coal: 

No  major  water  quality  changes  are  expected  to  occur  from  mining.  It  is  doubtful  that  the  overall  availability 
of  springs  for  stock  watering  purposes  would  be  affected  over  the  long  term.  No  wells  have  been  identified 
within  the  area  to  be  mined.  Coal  extraction  would  not  appear  to  have  any  direct  impact  on  local  use  of  deep 
ground  water.  Any  removal  of  ground  water  would  have  minimal  effect  on  water  availability.  Also,  state 
laws  and  regulations  governing  mining  meet  or  exceed  federal  regulations  and  would  protect  hydrological 
resources. 

—  Concern  over  subsidence  impacts  from  mining  the  coal: 

Examination  of  past  mining,  and  scientific  estimates,  have  shown  that  subsidence  over  most  of  the  area 
proposed  for  room-and-pillar  mining  would  result  in  no  significant  impacts  to  surface  values.  Room-and- 
pillar  mining  leaves  "pillars"  of  coal  in  place  to  support  overlying  rock  layers.  However,  with  the  longwall 
mining  method,  controlled,  predicted  subsidence  would  definitely  occur.  Surface  elevations  over  the  mined 
area  would  be  gradually  lowered  about  seven  feet,  with  the  potential  of  causing  minor  impacts  to  the  surface. 
State  and  federal  laws  are  adequate  to  regulate  and  control  subsidence  impacts. 


—  Concern  over  the  socioeconomic  impacts  to  local,  state  and  federal  governments  through  foregone  royalties 
and  taxes: 

Ultimate  development  of  a  coal  mine  would  depend  on  markets,  tax  policies,  government  requirements,  and 
other  factors.  If  the  federal  coal  would  be  exchanged,  a  three  million  ton  per  year  mine  would  generate  $282 
million  in  revenues  to  all  levels  of  government.  If  the  federal  coal  would  be  leased,  the  mine  would  generate 
$571  million  in  revenues.  However  this  value  is  misleading  because  under  the  leasing  alternative,  mining 
would  be  unlikely  until  approximately  30  years  in  the  future.  (It  would  be  unlikely  because  royalties  that 
would  be  due  the  federal  government  would  make  the  coal  less  competitive  in  the  current  market)  One  way 
to  compare  the  two  revenues  fairly  is  to  convert  both  amounts  to  what  they  would  be  worth  in  the  same  year. 
Economists  have  calculated  that  converted  to  1990  dollars,  the  revenues  would  be  worth  $63  million  through 
the  exchange  and  $7.6  million  through  a  leasing  arrangement  (The  revenue  figures  used  above  reflect 
changes  which  were  made  in  1990  in  the  manner  in  which  federal  royalty  values  are  calculated.) 

—  Concern  over  the  transportation  impacts  from  mining  the  coal: 

As  part  of  the  mine  plan  approval  process,  the  Montana  Department  of  State  Lands  and  the  Montana  Depart- 
ment of  Highways  would  make  a  decision  regarding  transportation  and  impacts.  The  two  agencies  would 
determine  mitigation  measures  needed  to  offset  unacceptable  transportation  impacts. 

—  Concern  over  mineral  development  on  the  Meridian  offered  private  lands: 

Meridian  Oil  Company  (which  is  different  from  Meridian  Minerals  Company)  holds  the  oil  and  gas  rights  on 
the  offered  lands.  While  Meridian  Oil  would  retain  oil  and  gas  rights  on  the  offered  lands,  the  company  has 
agreed  to  no  surface  occupancy  on  the  lands  in  Deer  Lodge,  Beaverhead,  and  Madison  counties.  For  the 
offered  lands  in  these  three  counties,  Meridian  Oil  has  agreed  to  exchange  its  oil  and  gas  rights,  if  feasible,  for 
federal  oil  and  gas  and/or  other  mineral  rights  elsewhere.  BLM  and  Meridian  Oil  Company  would  evaluate 
this  proposed  exchange  after  the  coal-for-land  exchange  would  be  completed.  On  the  lands  in  Carbon 
County,  BLM  would  be  able  to  protect  surface  values  through  standard,  surface-owner  property  rights. 

With  regard  to  sand  and  gravel  and  other  "saleable"  minerals,  extraction  would  not  be  allowed  until  BLM 
would  make  a  decision  on  mineral  development  for  each  tract  through  land  management  planning. 

With  regard  to  gold,  silver,  and  other  "locatable"  minerals,  BLM  would  not  allow  development  until  planning 
would  be  completed  and  management  prescriptions  or  protective  measures  would  be  implemented. 

—  Concern  over  the  appraisal  of  the  federal  coal: 

The  federal  coal  was  evaluated  by  the  Northwest  Regional  Evaluation  Team,  which  has  responsibility  for  all 
solid  mineral  appraisals  and  evaluations  for  the  Northwest  United  States.  The  team  appraised  the  coal  accord- 
ing to  the  Guide  to  Federal  Coal  Property  Appraisal  using  a  comparable  sales  approach.  The  resulting  value 
is  indicative  of  the  speculative  nature  of  the  project  the  development  of  coal,  and  current  market  conditions. 

Adversely  affected  parties  have  45  days  from  the  date  of  the  notice  of  realty  action  to  submit  comments  to  the 
Bureau  of  Land  Management  Comments  should  be  sent  to  the  attention  of  the  State  Director,  222  N.  32nd  Street, 
P.O.  Box  36800,  Billings,  Montana  59107.  Comments  will  be  evaluated  and  the  realty  action  may  be  sustained, 
vacated  or  modified.  In  the  absence  of  any  objections,  the  realty  action  will  be  final. 


TAKE 

PMKIN 


United  States  Department  of  the  Interior    America 


BUREAU  OF  LAND  MANAGEMENT 

MONTANA  STATE  OFFICE 

222  NORTH  32ND  STREET 

P.O.  BOX  36800 

BILLINGS,  MONTANA  59107-6800 


IN  REPLY  TO: 


Dear  Interested  Party: 

Enclosed  please  find  a  copy  of  the  Bull  Mountains  Exchange  Record  of  Decision,  the  Notice  of 
Availability/Notice  of  Realty  Action,  the  Executive  Brief,  the  news  release,  and  maps  of  the 
lands  involved.  This  decision  package  concludes  our  evaluation  of  the  proposed  exchange. 

I  have  made  the  decision  to  consummate  the  exchange  with  the  conditions  outlined  in  the  Record 
of  Decision.  I  believe  this  decision  is  the  best  possible  decision  and  is  in  the  public  interest.  The 
exchange  would  put  highly  desirable  recreation  and  wildlife  lands,  offered  by  Meridian,  in  public 
ownership.  The  exchange  would  also  provide  Meridian  an  opportunity  to  develop  the  large 
block  of  coal  it  would  acquire.  If  the  coal  is  developed,  government  at  all  levels  would  share  in 
much  needed  revenues  generated  from  the  mine.  The  economic  development  would  provide 
many  jobs  in  an  area  that  is  economically  depressed.  Given  this,  I  trust  that  most  parties  would 
agree  with  my  decision  and  the  rationale  for  it. 

I  wish  to  thank  the  individuals  and  organizations  who  participated  in  this  project.  Your  efforts 
and  input  are  greatly  appreciated  and  have  proven  most  invaluable  in  our  decisionmaking 
process. 

Sincerely, 


f 


Thomas  P.  Lonnie 
Acting  State  Director 
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State  Surface  —  Oil  &  Gas  and  Other 
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IMcWj         montana/dakotas        BLM 

U.S.  Department  of  the  Interior  Bureau  of  Land  Management  P.O.  Box  36800  Billings,  Montana  59107 


Date:      February   8,    1991 

Contact:      Dave  Wester    (406)    255-2768 


BLM   TO   EXCHANGE   COAL   FOR   LAND 


BILLINGS,    Mont. —  Land   adjacent    to   two   of   America's   premier  trout 
streams   would   come   into   public   ownership,   and  many   jobs  could    be  created   if   a 
near-final   exchange   is   completed    between  the   Bureau   of   Land  Management   and 
Meridian  Minerals    Company. 

BLM  intends   to  exchange    3,673  acres    (an  estimated   54.5  million  tons)    of 
federal  coal   in   the   Bull  Mountains   south   of  Roundup,    Mont.,    for   9,873  acres   of 
land   in  Deer   Lodge,    Beaverhead,    Madison  and   Carbon  counties.      Ownership   of   the 
land   surface  above   the   federal   coal,    most   of   which   is   private,    would   not    be 
affected    by   the   exchange. 

—  more   — 


BLM  Exchange,  page  2 

The  federal  coal  is  valued  at  $730,000,  while  the  Meridian  lands  are 
valued  at  $1,149,700.   The  difference  in  value  would  be  a  donation  from 
Meridian  to  the  federal  government. 

BLM  would  make  the  exchange  with  the  following  conditions: 
— Only  underground  mining  of  the  federal  coal  would  be  allowed. 
— In  order  to  protect  a  house  and  a  flood  plain,  longwall  mining  would  not  be 
allowed  on  30.5  acres  unless  the  company  and  regulatory  agencies  can  agree 
that  the  area  can  be  mined  safely  by  the  longwall  method.   Longwall  mining  is 
designed  to  allow  the  roof  of  the  mine  and  overlying  rock  layers  to  collapse 
after  the  coal  has  been  extracted,  resulting  in  the  gradual  lowering 
(subsidence)  of  the  land  surface. 

— If  a  coal  mine  producing  at  least  500,000  tons  per  year  would  not  be  in 
place  within  10  years  from  the  date  of  the  exchange,  the  federal  government 
would  receive  a  1  percent  royalty.   Until  minimum  production  is  met,  the 
royalty  rate  would  increase  1  percent  each  year  until  it  reaches  8  percent,  or 
the  prevailing  federal  royalty  rate,  whichever  is  greater.   The  royalties 
would  be  shared  with  the  state  of  Montana.   The  royalty  provision  is  intended 
to  provide  public  benefits  through  returns  to  state  and  federal  governments  if 
the  benefits  of  developing  a  coal  mine  are  not  realized  within  10  years. 

Public  concern  has  been  expressed  over  the  impacts  from  possible  oil  and 
gas  development  to  the  lands  the  United  States  would  acquire  in  Deer  Lodge, 
Beaverhead  and  Madison  Counties.   Although  these  lands  have  a  low  potential 
for  oil  and  gas  development,  a  no  surface  occupancy  stipulation  for  oil  and 
gas  development  will  be  placed  on  them. 

—  more  — 


BLM  Exchange,  page  3 

"Many  of  the  lands  the  public  would  acquire  are  particularly  valuable 
for  recreation  and  wildlife,"  said  Tom  Lonnie,  Acting  BLM  Director  for 
Montana.   The  lands  include  critical  habitat  for  elk,  moose,  and  mule  deer,  as 
well  as  areas  frequented  by  bald  eagles,  waterfowl,  and  many  nongame  species. 
The  lands  in  western  Montana  are  adjacent  to  the  Madison  and  Big  Hole  Rivers, 
two  nationally  recognized,  "blue  ribbon"  trout  streams.   The  Big  Hole  River  is 
home  to  the  arctic  grayling,  a  sensitive  species  on  state  and  federal  lists. 
The  lands  in  Carbon  County  allow  BLM  to  consolidate  a  large  area  that  is 
currently  interspersed  federal  and  non-federal  ownerships. 

BLM  also  considered  leasing  the  federal  coal  to  the  mining  company. 
"Leasing  was  rejected  because  it's  not  as  likely  to  provide  the  economic 
benefits  in  the  near  future,"  said  Mat  Millenbach,  BLM  Miles  City  District 
Manager.   "While  there  is  no  guarantee  that  mining  would  take  place  under  any 
circumstance,  leasing  would  make  it  doubtful  that  a  mine  would  open  within  the 
next  30  years  because  it  requires  the  mining  company  to  pay  a  royalty  to  the 
federal  government.   The  economy  in  central  Montana  is  seriously  depressed, 
and  we  need  to  do  what  we  can  to  give  it  a  boost." 

BLM  estimates  that  a  mine  that  would  produce  one-half  million  tons  of 
coal  per  year  would  create  about  50  jobs.   A  mine  that  would  produce  three 
million  tons  per  year,  which  is  considered  maximum  development  for  the  ,Bull 
Mountains,  is  estimated  to  create  about  300  jobs. 

Public  involvement  activities  for  the  project  have  revealed  strong 
public  support  as  well  as  concerns  about  the  environmental  impacts  from 
mining.   BLM  analyzed  potential  impacts  through  an  environmental  analysis. 


BLM  Exchange,  page  4 

"The  exchange  is  in  the  public  interest  because  it  is  environmentally 
acceptable,  it  has  strong  public  support,  it  has  the  potential  to  aid  the 
local  economy,  and  the  public  is  getting  valuable  lands  in  exchange  for  its 
coal,"  Lonnie  said. 

People  who  believe  they  would  be  adversely  affected  have  45  days  from 
the  date  of  the  notice  of  realty  action  to  submit  comments  to  the  BLM. 
Comments  should  be  sent  to  the  Bureau  of  Land  Management;  ATTN:  State 
Director;  222  N.  32nd  Street;  P.O.  Box  36800;  Billings,  MT  59107. 

—  end  — 
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